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On behalf of the Board, I hereby present to shareholders the annual
report of the Group for the year ended 31 March 2002.

BUSINESS REVIEW AND PROSPECTS

Business Review

During the financial year 2002, the management of the Group
remained focused on the rationalization of existing operations

and expansion through acquisitions and organic growth.

Amid intense competition and economic recession, the Group
recorded a turnover of approximately HK$7 Imillion compared
to that of last year at HK$39 million, a significant increase of
82%.

The overhauling of existing operations in Hong Kong has reaped
success, recording an increase in the segment’s turnover of 49%,
at approximately HK$58 million compared to last year’s HK$39
million. In spite of weak consumer sentiments and intense
competition, the increase in turnover has been achieved without

eroding the gross profit margin.

The financial results incorporated post acquisition results from
the subsidiaries acquired at the end of last year, namely, Shanghai
Hua Xin High Biotechnology Inc. (“Hua Xin”) and in April 2001,
Yangzhou Genetic Engineering Ltd (“Yangzhou Genetic”). The
Group completed its acquisition of Guizhou Ensure Chain
Pharmacy Co., Ltd. (“Ensure”) at the end of the financial year
and its contribution in terms of trading results will be incorporated

in the Group’s subsequent financial reports.

Following the successful acquisition of Hua Xin, tremendous
efforts have been devoted to accelerating the commercialization
of new medicines. Building on the existing two products, clinical
trials for two national category II drugs have now been completed
and one of the drugs has been awarded with new medicine
certificate. At the same time, efforts were made to widen the
sales channel of Hua Xin, to increase the recruitment of sales
personnel and hospital accounts. Trade talks were also actively
held with various developing countries on exporting of Hua Xin’s

products.
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On 30 March 2002, the Group completed its acquisition of 51%
interest in Ensure. Ensure is among the 50 companies authorized
by the State Drug Administration (“SDA”) to operate medical
retail business across the PRC and is one of the 18 medical retail
companies that have obtained the State GSP certification.
Currently there are 75 chain stores in Guizhou and Hubei
provinces. The acquisition would represent that the Group be the
first foreign enterprise to gain foothold and operate in the
pharmaceutical distribution industry in the PRC. Pursuant to the
WTO pact, on a progressive basis, the PRC will only begin to
allow access to foreign companies to the industry sector in

selective cities in early 2003.

Prospects

With the completion of the major acquisitions, the Group has
completed its strategic transformation and become a
pharmaceutical conglomerate with its core businesses focused
on drugs retail, research and development, production and sale

of biotech drugs in the PRC and Hong Kong.

Despite the losses recorded in 2001 and this year, the management
believes that with the completion of the Group’s transformation
and optimization of new assets, the most difficult times for the
Group’s financial situation and operations are over. The enormous
potential of the medical distribution and biotech businesses
combined with the unique competitive edge of the Group will
ensure rapid growth for the Group, thus providing a fundamental
improvement to operating results and bringing satisfactory returns

to shareholders.

The PRC government recently has been actively promoting the
rationalization of the medical distribution industry and provide
full support for mergers and acquisitions initiated by strong
medical retail enterprises. The Group will focus on rapidly
expanding the retail network of Ensure and seek to increase the
number of pharmacies to 1,000 in three years time through
acquisitions, new set ups, alliances and franchising. At the same

time, acquisitions will be used as a means to enter the medical
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wholesale sector. The management of the Group believes that
medical distribution business will give enormous impetus to the
growth of the Group’s future sales and earnings once the
expansion strategy, especially the acquisition strategy, is

successfully implemented.

As to biotech medicine, apart from Interleukin IT which is already
on the market, Hua Xin has developed two national category II
drugs, namely IFN (water injection) for treating hepatitis and
GM-CSF for treating cancers, both restructured through genetic
engineering, one of which has already received new drug
certificate from SDA. It is expected that the drugs will be in the
market by the end of 2002, bringing Hua Xin’s number of
marketed products to four. Compared with the currently best-
selling drug IFN (Lyohilization) in the PRC market — which is
also produced by Hua Xin — [FN (water injection) is more flexible
and can be produced at low cost. The drug is predicted to have
huge market potential. The management of the Group believes
that the launch of the new drugs and the increase in sales channels
will enable the sales of Hua Xin to increase significantly in future

and the financial position to improve further.

While making sustained endeavours to develop the businesses,
the Group is also forging close ties with top international investors

so as to enlist strong funding support for its business development.

On behalf of the Board, I am deeply indebted to shareholders for
their understanding and support for the Group during the year

and I am thankful to all staff members for their contributions.

Sun Hiu Lu

Chairman
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